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JOHN M. ARLEDGE & ASSOCIATES, P.C.

CERTIFED PUBLIC ACTTIUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Stitlwater Utilities Authority

We have audited the accompanying statement of net assets of the Stillwater Utilities Authority (the "Authority"), a
component unit of the City of Stillwater, Oklahoma, as of June 30, 2009, and the related statements of revenues,
expenses and changes in net assets, and cash flows for the year then ended. These financial statements are the
responsibility of the Authority’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes

. examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Stillwater Utility Authority as of June 30, 2009, and the changes in financial position and cash flows thereof
for the year then ended in conformity with accounting principles generally accepted in the United States of America.

In 2009, the City adopted Governmental Accounting Standards Board Statement No. 45, Accounting and
Financial Reporting by Employers for Post Employment Benefits Other than Pensions as discussed in Notes 1 and
Note 7.

In accordance with Government Auditing Standards, we have also issued our report dated October 22, 2009, on our
consideration of the Authority’s internal control over financial reporting and on our tests of compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the resuits of our audit.

The Management’s Discussion and Analysis as listed in the Table of Contents is not a required part of the financial
statements but is supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

g{z@mw ff W,ﬁc.

nd, Oklahoma
October 22, 2009

308 NORTH BRYANT « EDMOND, OKLAHOMA 73034 « (405) 348-0615 - FAX (405) 34840831 » www.jmacpas.com

MEMBEER OF AICPA AND OSCPA



MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of Stillwater Utilities Authority’s (the “Authority”) financial performance
provides an overview of the Authority’s financial activities for the fiscal year ended June 30, 2009.

FINANCIAL HIGHLIGHTS

Net Assets: The Authority’s net assets increased by $4.1 million or 4.2%. This increase indicates a level
of activity is being maintained that is currently adequate to replace depreciating assets as needed.

Unrestricted Net Assets: Unrestricted net assets of the Authority decreased by $0.4 million or 1.8%.

Revenues: The Authority’s operating revenues increased by $0.6 million or 1.1%. Net non-operating
revenues decreased by $0.9 million dollars. A rate increase for all utility services along with an increased
customer count in all utility services contributed to the operating revenue increase. A decrease in interest
rates impacted investment income and resulted in the net non-operating revenue decrease.

Expenses: The Authority’s operating expenses increased by $0.2 million or 0.4% from the previous year.
A general rise in operational costs contributed to this increase.

Transfers Out: The Authority transferred $2.2 million more to other funds in the current year or an
increase of 17.9%. The increase is due to debt proceeds from the 2007 Revenue Note being transferred
to the primary government as construction costs were incurred on the approved transportation
improvement projects.

USING THIS ANNUAL REPORT
Statement of Net Assets and Statement of Revenues, Expenses and Change in Net Assets

The Statement of Net Assets and the Statement of Revenues, Expenses and Change in Net Assets
includes all assets and liabilities of the Authority using the accrual basis of accounting, which is similar to
the accounting used by most private-sector companies. All of the current year’s revenues and expenses
are taken into account regardless of when the cash is received or paid. These statements provide
information about whether the entity is better or worse off as a result of the year’s activities.

Net assets are the difference between the Authority’s assets and liabilities. Over time, increases or
decreases in the Authority’s net assets provide one indicator of the financial health of the Authority.



FINANCIAL ANALYSIS
Net Assets

A comparative overview of the major components of the Statement of Net Assets as of June 30 is shown
below.

(in millions) Percentage Change
2008 2009 2008 to 2009
Current and other assets 37.8 38.5 1.9%
Capital assets 99.8 100.7 0.9%
Total assets 137.6 139.2 1.2%
Total current liabilities 9.5 11.7 23.2%
Total noncurrent liabilities 304 25.7 -15.5%
Total liabilities 39.9 37.4 -6.3%
Net assets -
Invested in capital assets,
net of related debt 72.7 77.2 6.2%
Restricted for debt service 2.2 2.2 0.0%
Restricted for capital projects, 0.1 0.1 0.0%
Unrestricted 22.7 22.3 -1.8%
Total net assets 97.7 101.8 4.2%

Net assets may serve over time as a useful indicator of an entities financial position. The Authority’s
assets exceeded liabilities by $101.8 million at the close of 2009.

The largest portion of the Authority’s net assets (75.8%) reflects its investment in capital assets (e.qg. land,
buildings, improvements other than buildings, machinery and equipment, and infrastructure), plus unspent
bond proceeds, less any related debt used to acquire those assets that is still outstanding. The SUA uses
these capital assets to provide services to citizens; therefore, these assets are not available for future
spending. Although the Authority’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay debt must be provided from other sources, since capital assets
themselves cannot be used to liquidate these liabilities.

An additional portion of the Authority’s net assets (2.3%) represents resources that are subject to
restrictions as to how they may be used. The remaining balance (21.9%) is unrestricted.

At the end of the current and previous fiscal year, the Authority is able to report positive balances in each
of its net asset classifications.

Assets, Liabilities, and Net Assets at June 30 (in millions)
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Changes in Net Assets

A comparative overview of the major components of the Statement of Revenues, Expenses, and Change
in Net Assets for each of the years ended June 30 is shown below.

(in millions) Percentage Change
2008 2009 2008 to 2009
Operating revenues $ 525 $§ 531 1.1%
Operating expenses 44.5 44.7 0.4%
Operating income 8.0 8.4 5.0%
Non-operating revenues (expenses) 0.3 (0.6) -300.0%
Net income before contributions
and transfers 8.3 7.8 -6.0%
Capital contributions 1.9 26 36.8%
Transfers in 7.3 8.2 12.3%
Transfers out (12.3) (14.5) 17.9%
Increase (decrease) in net assets $ 52 $ 41 -21.2%

Capital contributions increased $0.7 million due to more utility assets being accepted from developers for
new residential developments. Transfers in increased by $0.9 million due to one half of the one half cent
Transportation Sales Tax being transferred to the Authority to meet debt obligations of the 2007 Revenue
Note issued in December 2007. Transfers out increased by $2.2 million due to debt proceeds from the
2007 Revenue Note being transferred to the primary government as construction costs were incurred on
the approved transportation improvement projects.

Operating Revenues and Expenses Comparison (in millions)
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
Capital Assets, Net of Accumulated Depreciation — (in millions)
2008 2009

Land $ 07 §$ 07
Water plant 31.0 343
Electric plant 33.0 314
Wastewater plant 29.2 297
Construction work in progress 5.1 3.9
General plant 0.8 0.8
Totals $ 998 $ 100.8

Debt Administration

At June 30, 2009, the Authority had $29.2 million in bonds, notes, and long-term leases outstanding
versus $33.5 million last year, a decrease of 12.5%. The decrease is due to scheduled annual debt
service payments.

OQutstanding Debt, at fiscal year end - (in millions)

2008 2009
2002 revenue bonds 2.8 0.9
2005 revenue bonds 1.1 10.0
2007 revenue note 6.0 55
2002A&B notes-water treatment plant 2.3 21
2002C note - wastewater treatment plant 35 3.3
2005 OWRB fixed rate note 6.8 6.5
Long-term equipment leases 1.0 0.9
Totals $ 335 $ 292

ECONOMIC FACTORS AND NEXT YEAR’S ESTIMATES AND RATES

The customer base has increased for the Stillwater Utilities Authority. Since June 30, 2008, the number of
electric customers has increased 4.9% and the number of water customers has increased 2.8%. Housing
starts and commercial construction would indicate the continuation of this trend into fiscal year 2010.

Budgeting for the Authority is done in conjunction with budgeting for the City of Stillwater as a whole.
Trends in rising operational costs led to the adoption of resolutions in June 2007 providing for annual rate
increases for all utilities effective January 1 of each year equal to 3% or the most recent annual consumer
price index for the south urban region as determined by the U.S. Bureau of Labor Statistics, whichever is
less. Effective January 1, 2009, all utility rates were increased by 3%.

In an effort to recover the cost of operating the water utility, additional rate increases effective July 1, 2009
and January 1, 2010 were included in the adoption of the 2009/2010 budget.

CONTACTING THE STILLWATER UTILITIES AUTHORITY MANAGEMENT

This financial report is designed to provide our citizens, customers, taxpayers, bondholders and creditors
with a general overview of the Authority’s finances and to show accountability for the money it receives.
Financial information for the Authority is also presented in the Comprehensive Annual Financial Report
(CAFR) of the primary government, the City of Stillwater, Oklahoma. If you have questions about this
report or need additional financial information, contact the Finance Department of the City of Stillwater,
723 S. Lewis St., P.O. Box 1449, Stillwater, Oklahoma 74076.
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STILLWATER UTILITIES AUTHORITY

A Component Unit of the City of Stillwater, Oklahoma

Statement of Net Assets
June 30, 2009

ASSETS
Current assets:
Cash and cash equivalents
Cash and cash equivalents - internally designated
Restricted cash and cash equivalents
Accounts receivable, net of allowance
for uncollectible accounts of $257,006
Inventories
Total current assets

Noncurrent assets:

Restricted cash and cash equivalents
Unamortized bond expense
Capital assets: non depreciable

Land

Construction work in progress
Capital assets: depreciable

Water plant

Electric plant

Sewer plant

General plant assets

Less-accumulated depreciation
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Current portion of compensated absences
Due to other funds
Accrued interest payable
Current portion of customer deposits payable
Current portion of long-term debt obligations, net
Total current liabilities

Noncurrent liabilities:
Noncurrent portion of compensated absences
Noncurrent portion of customer deposits payable
Noncurrent portion of long-term debt obligations, net
Other postemployment benefits
Total noncurrent liabilities
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for debt service

Restricted for capital projects

Unrestricted

Total net assets

See Notes to Financial Statements
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$ 18,358,939
3,566,921
7,377,180

7,513,387
1,112,347

37,928,774

291,103
253,545

669,169
3,868,020

72,029,850
74,531,188
45,737,880
2,619,465
(98,699,105)

101,301,115

139,229,889

3,642,548
352,407
21,491
1,849,556
289,931
896,289
4,627 454

11,679,676

598,652
236,347
24,668,756
197,713

25,701,468

37,381,144

77,228,803
2,248,810
54,756
22,316,376

$ 101,848,745




STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma

Statement of Revenues, Expenses and Change in Net Assets

For the Year Ended June 30, 2009

Operating revenues - pledged as security for revenue bonds:

Charges for services, net of bad debt expense
Other
Total operating revenues

Operating expenses:
Operations and maintenance
Depreciation

Total operating expenses
Operating income

Nonoperating revenues (expenses):
Investment income
Misceilaneous
Bond issuance costs
Interest expense and fiscal charges
Total nonoperating revenues (expenses)
income before contributions and transfers
Capital contributions
Transfers in
Transfers out
Change in net assets
Total net assets, beginning of year
Total net assets, end of year

See Notes to Financial Statements

50,836,037
2,216,412

53,052,449

38,968,770
5,729,566

44,698,336

8,354,113

230,039

453,103

(91,773)
(1,136,832)

(545,463)

7,808,650

2,561,483

8,219,606
(14,458,292)

4,131,447
97,717,298

$

101,848,745




STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Statement of Cash Flows
For the Year Ended June 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $
Payments to suppliers
Payments to employees
Internal activity-payments to other funds
Other receipts (payments)

50,970,756
(28,247 647)
(9,172,045)
(1,462,638)
2,216,412

Net cash provided by operating activities

14,304,838

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating subsidies and transfers to other funds

(12,043,883)

Net cash used in noncapital financing activities

(12,043 ,883)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Proceeds from sale of capital assets
Transfers in related to capital financing
Purchases of capital assets
Principal paid on capital debt
Interest paid on capital debt

34,521
8,219,606
(4,184,891)
(4,138,477)
(1,171,008)

Net cash used in capital and related financing activities

(1,240,247)

CASH FLOWS FROM INVESTING ACTIVITIES
Investment income

230,039

Net cash provided by investing activities

230,039

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

1,250,747
28,343,396

Cash and cash equivalents, end of year $

29,594,143

Reconciliation of operating income to net cash
provided by operating activities:
Operating income $
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation
Changes in assets and liabilities:
Receivables, net
Inventories
Accounts and other payables
Accrued liabilities
Other postemployment benefits

8,354,113

5,729,566

426,682
(72,037)

(459,718)
128,519

197,713

Net cash provided by operating activities $

14,304,838

Noncash investing, capital and financing activities:
Capital assets contributed to the Authority
Borrowings under capital lease
Inventory contributed to the Authority

See Notes to Financial Statements

2,538,935
404,199
22,548






